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TESTIMONY OF WILLIAM E. TAYLOR

QUALIFICATIONS

. Please state your name, occupation, and business addr ess.

A. My nameisWilliam E. Taylor. | am Senior Vice President of National Economic Research

Associates, Inc. (“NERA”), head of its telecommunications economics practice, and head
of its Cambridge office. My business address is One Main Street, Cambridge,
M assachusetts 02142.

. Please summarize your qualifications.

A. | have been an economist for over twenty-five years. | received aB.A. degree in economics

(Magna Cum Laude) from Harvard College in 1968, a master’ s degree in statistics from the
University of California at Berkeley in 1970, and a Ph.D. in Economics from Berkeley in
1974, specidizing in industrial organization and econometrics. | have taught and published
research in the areas of microeconomics, theoretical and applied econometrics, and
telecommunications policy at academic institutions (including the economics departments
of Cornell University, the Catholic University of Louvain in Belgium, and the
Massachusetts Institute of Technology) and at research organizations in the
telecommunications industry (including Bell Laboratories and Bell Communications
Research, Inc.). | have participated in telecommunications regulatory proceedings before
state public service commissions the Federal Communications Commission (“*FCC”) and
the Canadian Radio-television and Telecommunications Commission concerning incentive
regulation, productivity, access charges, and pricing for economic efficiency. Since 1988, |
have testified in incentive regulation implementation and review proceedings in more than a
dozen states, filed numerous studies in the Federal Communications Commission’s initial
and review price regulation dockets for interstate telephone services, consulted on incentive
regulation issues in other US jurisdictions, the UK, New Zealand, Canada, and Australia,

and published my work in professional journals and books. Recently, | was chosen by the
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Mexican Federal Telecommunications Commission and Telmex to arbitrate the renewa of

the Telmex price cap plan in Mexico.

A copy of my vitalisting publications and testimonies is shown as WET-Exhibit 1.

. Haveyou testified before the Rhode I sland Public Utilities Commission?

A. Yes, | have testified before the Rhode Island Public Utilities Commission (*PUC”) on

several economic issues, including price regulation (in 1991 and 1996), the economic
conditions under which competition in local and intraLATA markets will bring benefits to
customers (in 1995 and 1999), and the cost and price of interconnection and unbundled
network elements (in 1997, 1998, 1999 and 2002).

INTRODUCTION AND CONCLUSIONS

. What isthe purpose of your testimony?

A. | have been asked by Verizon Rhode Island (“Verizon” or the “Company”) to review the

Rhode Island Alternative Regulation Plan (the “Plan”) and comment as an economist on: (i)
events that have altered the competitive nature of telecommunications markets since the
current price cap regime was established; (ii) the benefits from adopting flexible regulation
in markets opened to competition; and, (iii) the likely decrease in economic efficiency that

would result from retaining an indexed price cap plan like the one that has been in place.

. Please summarize your testimony.

A. The Company's proposed Plan is much more in keeping with the recent changes in state

and federal regulation, legislation and technology than is the price cap plan approved by the
Commission in 1996 in Docket No. 2370. In addition, the Plan continues to protect
customers in markets where Verizon arguably retains some control over prices but is
structured to permit Verizon to compete vigorously in markets where it faces competition.

Rhode Island adopted price regulation in the early 1990s. That plan, save for the
elimination of earnings sharing in 1996, is essentially the same today as it was at the outset.
Implementation of the Telecommunications Act of 1996, along with changes in regulation

and technology have changed the structure of telecommunications markets in Rhode Island,
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opening markets to competition from a variety of different providers using a variety of
different entry strategies. Expansion into adjacent markets has enabled entrants to offer
attractive packages of services (local, long distance and vertical services; Internet access;
wireless service; and cable) to both business and residential customers who prefer to
purchase an integrated bundle of services from asingle provider. If the dynamic benefits of
these competitive initiatives are to be reaized by consumers, there must be an associated

change in regulation.

Once a market has been opened to competition, regulatory constraints on al competitors
must be made competitively neutral so that al market participants—including
incumbents—make decisions regarding investment and service introduction, marketing and
pricing based on competitive rather than regulatory factors. From an economic standpoint,
the pricing flexibility embodied in the Company’s proposed Plan generaly meets these
requirements. Holding aside the effects of exogenous events, the Company proposes to cap
primary residential basic exchange rates at their current level plus no more than $2 per line
for two years following the effective date of the Plan. Residential local usage rates would
aso be capped at their current levels for two years. Following the two year period
residential dial-tone and usage rates would increase or decrease in response to the market at
the Company’ s discretion. Aggregate rates for switched access services would be capped at
the current level although Verizon would be able to change the rates of individual service
elements in this category so long as revenue increases are equal to or less than revenue
reductions within the category. The rates for al other tariffed retail services and all new
services would increase or decrease in response to the market at the Company’s discretion.
Prices for access to Verizon's unbundled network element, interconnection and the level of
the Company’'s wholesale (resale) discount would continue to be regulated by the
Commission in accordance with the Federal Telecommunications Act of 1996. Verizon
faces substantial actual competition in its retail markets, and its ability to increase retail
prices is effectively constrained. Verizon does not have the ability to exercise market
power for servicesin the retail market.

The proposed Plan relies primarily on market forces to act as the price control mechanism;

generally provides marketing flexibility essential for Verizon Rhode Island; and, at the
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same time, limits price changes for primary basic residential services for two years thus
explicitly providing an additional protection for residentia customers. Importantly,
customers of al retail services are protected from exploitation of market power by both
actual and potential competition in those service markets, and by the mandatory supply of
unbundled network elements (“UNES’) and resold retail services by Verizon at
Commission-regulated rates. In those markets where Verizon would have marketing
flexibility, an attempt to increase retail prices would result in an increased competitive
pressure from two sources. (i) the increased margin between the market retail price and
Verizon's UNE prices which competitors pay and (ii) the increased absolute margin
between Verizon's retail prices and the prices it charges competitors which purchase its

resold services at afixed percentage discount.

TELECOMMUNICATIONSMARKETSHAVE CHANGED IN
SIGNIFICANT WAYSSINCE THE IMPLEMENTATION OF THE
CURRENT PRICE CAP PLAN IN RHODE ISLAND

Q. What regulatory and legislative changes have affected legal and/or regulatory barriers

to entry into Rhode Isand telecommunications markets since 1996 when the

Commission’scurrent price cap plan was adopted?

. The implementation of the federal Telecommunications Act of 1996 (“Telecom Act”) has

removed all legal and/or regulatory barriers to entry into Rhode Island telecommunications
markets. Section 253 of the Telecom Act requires al states to allow competition and

preempts any state or local government rules to the contrary:

No State or local statute or regulation, or other State or local legal requirement,
may prohibit or have the effect of prohibiting the ability of any entity to provide
any interstate or intrastate telecommunications service (8253 (a)).
It would be difficult to state the point more clearly: legal and regulatory barriers to entry

into telecommuni cations markets are gone.

Implementation of the Telecom Act has also swept away economic barriers to entry into
local exchange markets where the sunk costs necessary for a competitor to supply

ubiquitous service may have slowed entry in the past. Under the Act and subsequent
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federal and state regulatory orders, Verizon provides UNES at incremental cost-based prices
and makes al retail telecommunications services available for resae at a Commission-
approved avoided cost discount. As aresult, the cost of entry for competitors who can now
choose among entry strategies—i.e., building facilities (based on a variety of technology
platforms), leasing parts of Verizon's network at regulated rates, or simply reselling
existing Verizon retail services at economically efficient rates—is dramatically reduced.
As a result, competition is now practical for any service in any geographic area of Rhode
Island where a competitor can supply any portion of the facility or service as efficiently as

Verizon.

Q. How do these changes affect retail telecommunications servicesin Rhode I sland?

A. Since entry into Rhode Island’s retail telecommunications markets is comparatively easy,

competitive pressure is brought to bear on retail prices for al services in al geographic
areas. That is, in addition to the current facilities-based and resale competition in Rhode
Island, the additional threat of entry from large, well-known telecommunications firms
presently supplying other services to Rhode Island customers effectively disciplines
Verizon's retall prices even if there were little current competition on the ground.
Competition through resale or the use of unbundled network elements provides competitive
pressure on Verizon's retail services throughout its territory because any significant
deviation between price and cost for a retail service will attract competitors with low sunk

costs of entry.

Moreover, the increased demand of customers for packaged services provided by a single
supplier through one-stop-shopping reduces the advantages of incumbency in al markets.
Verizon is an incumbent local exchange carrier, and other firms are incumbent in the
interLATA toll and data markets. Thus, when selling additional services in a package to a

current customer, it isno longer clear who is the entrant and who is the incumbent.

Finally, the fact that wholesale prices of UNES, resold services and interconnection remain
extensively regulated under the Telecom Act reduces, if not eliminates, any need for
continued regulation of retail service prices. If Verizon contemplated an increase in aretall

service price, it would have to recognize that the increase would widen the margin between
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the UNE rate and the retail rate, making facilities-based entry augmented by use of Verizon
UNEs even more attractive. Similarly, with a regulated wholesale discount for resold
services that is fixed in the short run, an increase in a retail price would increase the
absolute (cents per minute or dollars per line) margin within which resellers compete in the
retail market with Verizon. Because the sunk costs of entry by UNES or resale are virtually
nil—particularly for current competitors in complementary markets (e.g., IXCs or CAPs)—

regulation of wholesal e rates thus effectively regulates the rates for retail services.

. How have technological changes impacted the market for traditional telephone

service?

. From a broad perspective, technological change is transforming the industry from a supplier

of fixed services associated with voice communication to a supplier of fixed and mobile
services associated with voice, data, images and video. In this transformation, the demand
for mobile service, data and other high capacity services such as Internet access, video and

cable servicesis growing faster than the demand for voice services.

Cable technology currently provides a viable alternative to incumbent LEC technology and
cable companies have aready positioned themselves to compete as aternatives to
incumbent telephone company services, particularly for residential customers. They are
installing fiber-cable into their networks at a rapid pace, adding capacity, improving quality
and reliability, and forging aliances with other broadband providers. Following
implementation of the Telecom Act by January 2001 $42 billion has been invested in cable
i

infrastructure.

Widespread cable modem service facilitates the provision of both cable telephony and high-
speed Internet access.EI There is aready a well-established firm active in the cable
telephony and cable modem markets.

1 Comments of the National Cable Television Association, National Cable and Telecommunications Association
Press Release, February 6, 2001.

2 Kagan Media Appraisals. The State of Broadband Competition: An Analysis of Cable, Telco DSL, Fixed
Wireless and Satellite Competition for High-Speed Data Services, 1999-2000. Compiled for the National Cable
Television Association. (“Broadband Competition™).

Consulting Economists



-7-

Q. Why isthe development of broadband and cable servicesimportant?

A. The fact that these technologies—radically different from traditional wireline voice
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communications—are competing for different segments of the communications market
means that any regulation that distorts suppliers’ offerings or consumers choices is likely
to cause serious reductions in efficiency as these firms and technologies jostle for position
in the customer’'s market basket. The more the outcome reflects consumer choice in
markets where all firms and technologies have an equal opportunity to compete, the better

off customerswill ultimately be.

. Isthereany evidence demonstrating that the changes you describe above have actually

affected mar ket conditionsin Rhode | land?

. Yes. Thereisan abundance of evidence regarding actual competitive entry in Rhode Island

and that evidence demonstrates the variety and diversity of entry options that competitors
have exercised. In addition, the potential for further entry is evidenced by widespread
collocation in Rhode Island. Finaly, the emergence of robust individual competitors to
Verizon, especially the competitive alternatives to Verizon's local voice services posed by

the emergence of cable telephony, demonstrates the vibrancy of actual competition.

Entry into the Rhode Island markets is taking place at a dynamic pace: Evidence on the
numbers of lines served by competitorsis revealing. According to Verizon data, there were
nearly 135,000 lines being served by competitors in February 2002, an increase of
approximately 29,000 lines from May/July 2001. Verizon's retail access lines in service
decreased by over 32,000 over the same period. The number of interconnection trunks
grew amost 100 percent during the year 2000. Currently, competing carriers provide

&

access linesto almost 19 percent of Rhode Island tel ephone subscribers.

A lack of entry barriers is evidenced by competitors exercising the full range of entry
options. Evidence on entry into Rhode Island telecom markets shows the full range of entry

options being exercised. Mr. Silvia reports that “In every Verizon RI central office in the

% Data furnished by Verizon-RI.
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state at least two of the three modes of entry are employed by carriers to serve customers,
and in the offices that serve 97 percent of Verizon RI’s retall lines, all three modes of entry

are currently empl oyed."‘EI

Facilities-based competition is widely considered the most potent form of competition in
the local telephone industry. There is a strong contingent of facilities-based competitorsin
Rhode Island. There are at least 7 CLEC switches in Rhode Island. More than 79 percent
of the over 134,000 lines being served by competitors as of February 2002 were served by

competitors either totally or partialy using their own faciliti es..EI

The potential for rapid further entry exists. Competitors are extensively collocated in
Rhode Island wire centers. Competitors have access to 88 percent of Rhode Island
residence customers and 94 percent of Rhode Island business customers through existing

collocati on.EI

The emergence of strong individual competitors to Verizon established that competition can
be sustained: Mr. Silvia's testimony reports that Cox Communications cable telephone

service is available to nearly 90 percent of the municipalitiesin Rhode Island.EI

New technologies have expanded the universe of potential competitors to Verizon: The
emergence of Cox Communications and others as serious rivals to Verizon underscores the
diverse sources of competition to Verizon's local services. As of June 2001 there were
more than 400,000 wireless subscribers in Rhode Island. a

The empirical evidence that substantial changes have occurred in Rhode Island markets is
extremely strong. Moreover, the collocation evidence above suggests that as strong as the
recent growth in competitive activity has been, the potential for further acceleration clearly

exists as facilities-based competitors have access to amost all Rhode Island end-users. The

* Testimony of Arthur D. Silvia, p. 4.
® Data furnished by Verizon-RI.

® Verizon data as of February, 2002.
" Testimony of Arthur D. Silvia, p. 7.
8 Data furnished by Verizon-RI.
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increasing technological sophistication in the telecommunications markets also suggests the
potential for strong growth in competitive activity: the evidence from cable telephony
implies that the universe of potential competitors to Verizon has expanded greatly in the

last few years.

V. COMPETITION IN RHODE ISLAND ISSUFFICIENTLY

DEVELOPED TO REQUIRE THE PRICING FLEXIBILITY IN THE
VERIZON PLAN.

Q. In economics, what doestheterm “ effective competition” mean?

A The term “effective competition” generaly means a sufficient level of competition to

prevent an individual firm from profitably holding the market price above the competitive
level—i.e., from exercising market power. This principle is also embodied in the Merger
Guidelines of the U.S. Department of Justice, which describes a potential entrant as an
example of effective competition if it is likely that it can enter and supply output in
response to a price increase within a one-year period. Such entry is described in the Merger
Guidelines as sufficient to mitigate the exercise of market power.

As described in Verizon RI's testimony, there is an abundance of evidence regarding the

level and growth of actual competitive entry that has already taken place throughout Rhode
Island as well as Verizon RI’s competitive losses. In addition, in Rhode Island, Verizon RI
has met the rigorous criteria established by Congress, the FCC and the Commission to
provide in-region interLATA long-distance services. Loca exchange markets have been
opened to competition in Rhode Island; unbundled network elements and resold services
are available to CLECs at TELRIC cost-based rates on terms which are comparable to

Verizon RI’s own services for its retail customers.

. Isaformal market power analysis necessary in each service and geographic market

for which Verizon RI requests market based pricing?

. No. Such studies would constitute a draconian procedure that could never be carried out by

the Commission in any reasonable or useful manner. It is both impractical and unnecessary

to require that Verizon RI produce, and the Commission evaluate, specific measures of
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demand and supply elasticities in every market; the effect of such a proposal would be that
the Commission would likely never complete its analysis of Verizon RI’s markets, and
unnecessary asymmetric price regulation would continue indefinitely, thereby reducing

consumer welfare.

The key question is simply whether the services for which Verizon Rl seeks relaxed
regulatory treatment are subject to effective competition. If this is the case, then the
Commission should adopt this component of the Verizon Rl Plan because effective

competition provides better results for consumers than imperfect regulation.

While economic theory provides a useful guide to the elements of a competitive anaysis, it
does not supply a bright-line test that can be used in an adversarial proceeding to determine
when existing competitors discipline the market price sufficiently that the service can be
considered as competitive. There are no numerical standards readily available to determine
when market forces can safely regulate a service. Moreover, the specific information that
would be required for formal market power tests is not solely in the possession of Verizon
RI; it is equally in the possession of the entrants, i.e., of firms not subject to (or subject to

lesser degrees of) Commission jurisdiction.

In theory, the critical element in measuring market power is the profitability of holding the
price of the service above its competitive level for a significant period of time. To
construct the specific quantitative tests called for in a formal market power analysis, we
would need to estimate the price elasticity of the demand curve facing the firm at the
competitive price. That exercise would require generally unobtainable market data from
competing carriers along with assumptions regarding the actual and potential competing
services and their likely responses to changes in the incumbent firm's price. To assess the
likelihood that a supra-competitive price could be profitable for the incumbent requires
knowledge of existing and potential competitors capacities and locations, the likely cost of
expansion, the degree to which their services can substitute for those of the incumbent, and

the appropriate weights to assign each of these factors.
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In these circumstances, a more accurate measure of market power can be obtained by
assessing directly the barriers to entry and expansion that competitors face in Rhode Island

and the degree to which they have been able to overcome whatever barriers might remain.

Q. In economic theory, measures of market share, barriers to entry and expansion (i.e.,
estimates of the elasticity of supply) and the market demand elasticity can be used to

Bl

determine if Verizon Rl has market power.= Do the data you refer to address these

theoretical issues?

A. Yes. Standard economic theory makes clear the interdependence among the measures of
market power, market share and supply and demand elasticities. For a given level of
market power for firm i, for instance, the higher the elasticity of supply (i.e., the lower the
barriers to entry and expansion), the higher will be firm i’s easticity of demand. Such
relationships are valuable; the standard economic reference for measuring market power

fio]

aso observes that:

More important is the difficulty that would face a court or an enforcement
agency in estimating elasticities of demand for purposes of using our approach
in antitrust enforcement and adjudication. We have written elsewhere of the
practical difficulty of administering antitrust rules that require an explicit
measurement of the elasticity of demand or supply.
Additionally, Landes and Posner also make the point that information about “market share
alone is misleading” and should be considered only along with other indicators of market
L]

power.

Q. Please describe the data you believe to be relevant and how the Commission should
view them.

A. The data | discuss above and which Verizon RI presents in more detail show there are no

substantial barriersto entry or expansion, that market demand continues to expand, and that

° See, e.g., William M. Landes and Richard A. Posner “Market Power in Antitrust Cases,” Harvard Law Review,
March 1981: 937-996.

10 |_andes and Posner 943.

1 |_andes and Posner 947.
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Verizon RI's competitive losses are growing. In addition to the wire center specific data
presented in the testimony of Mr. Silvia, Verizon RI has also testified to access line losses
over time to competitors that employ resale, UNE, UNE-P and facilities-based service

provisioning.EI

. Are such data sufficient for the Commission conclude that Verizon RIl's

reclassification proposals are warranted?

. Yes. Verizon RI has presented detailed data that demonstrate that there are no substantial

barriers to entry and that competition for business and residence services exists, is

widespread and is growing — which are precisely the relevant issues in this proceeding.

CORRESPONDING CHANGESIN REGULATION ARE
NECESSARY TO FOSTER VIGOROUS COMPETITION.

. How should regulation reflect the fact that a market has been opened to competition?

A. Once markets are opened to competition, regulation must adapt to set correct incentives for

efficient suppliers to enter the market and for inefficient suppliers to exit the market or
forgo entry. Such regulation may not treat incumbent firms identically with actual or
potential entrants. However, regulation of incumbents and entrants should be as symmetric
as possible so that regulation will be as competitively neutral as possible. Only then will
the process of competition benefit customers in the economic sense of channeling the
supply of services to those firms that best meet consumers requirements (including price,

features, and service quality).

Competition should function as the price control mechanism. The purpose of adapting
regulation to competition is to replicate—to the extent possible—the competitive market
outcome, so that market participants base their actions on market factors—customers
preferences—rather than on regulatory factors. In general, three principal changes are
required so that regulation does not distort the competitive process. First, as recognized by

the Commission when it introduced price regulation in Rhode Island, the focus of

12 Testimony of Arthur D. Silvia, p. 10.
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regulation should not restrict an outcome of the competitive process (e.g., rate of return) but
rather restrict factors that affect that outcome (e.g., prices). Second, the regulated firm
requires commensurate pricing and marketing flexibility in order that the firm best able to
supply customers wants succeeds in the marketplace. Finally, because imperfect
competition treats customers far better than imperfect regulation, where regulation is not

required to discipline prices, it should be eliminated.

. Please explain why a plan that gives Verizon pricing and marketing flexibility is

important to the overall success of competition in Rhode | sland.

. Marketing and pricing flexibility are essential to reduce asymmetric regulation of market

participants and to provide correct market signals to all competitors regarding the
characteristics—products, services, packages, prices, quality levels, term and volume
discounts, etc.—that customers value and for which they are willing to pay. Permitting
Verizon to market retail services more flexibly as markets open to competition—while
controlling prices of services currently deemed in need of protection—uwill ensure that the
least cost supplier is able to serve customers, reducing costs and prices to Rhode Island

consumers.

Marketing flexibility is aso important in industries undergoing rapid technological change
because it allows firms to experiment and discover through market trials what services and
combinations of services customers want. All competitors must be free to expose different
pricing structures and service packages to a marketplace test. Abstract anaysis in a
regulatory proceeding is no substitute for rea-world experience, and Rhode Island
consumers will be poorly served if one major supplier in the market—i.e., Verizon—is
prevented from finding out exactly the characteristics of communications services for

which they are willing to pay.

Encouraging pricing and marketing flexibility for the incumbent firm—permitting it to
respond to market changes—is essential in fostering a dynamic competitive market with

consumer choice of supplier and technology.

. Please explain how the application of regulation can be harmful when competition

already constrains market prices.
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A. Any regulation that is applied to one firm and not another produces distorted results. First,

regulations apply to markets and services at levels of aggregation that only approximate
actual economic markets. For example, regulations which do not distinguish high-cost
from low-cost customers in a particular geographic area will distort market outcomes by
(possibly) moving prices away from costs for one set of customers while moving prices
towards costs for the other. Second, market conditions can change as new suppliers offer
new services or new bundles of services, and regulation can prevent the regulated firm from
responding to competitive changes in the same way that an unregulated firm would
respond. In markets subject to competitive forces, regulation is not benign, and superfluous
regulation in the presence of competition is not merely an innocuous safety net. Such
regulation can exclude efficient firms from entering, and can raise costs, inhibit competition
and ultimately reduce consumer welfare.

. Please explain how consumers could be harmed if theincumbent firm isnot allowed to

respond to competitors initiatives or to changesin market conditions.

. One effect of not allowing the incumbent firm to respond to competitors' initiatives or

changes in market conditions is the constraint it places on the incumbent’s ability to spread
the recovery of its fixed costs over a wide customer base. In unregulated markets,
multiproduct firms recover their shared fixed and common costs in different proportions
from different customer classes and services depending upon market conditions. When
markets are opened to competition, new entrants concentrate their facilities and marketing
initiatives among high margin services customers and geographic areas first.E-| Open entry
ensures that these high-margin customers will aways have a choice of suppliers for all of
their services irrespective of the regulatory treatment of Verizon. What regulation will
determine is whether Verizon will be one of the competitors. If regulation constrains
Verizon from adapting its services and prices to serve these customers, their contribution to
its shared fixed and common costs will go away, placing greater responsibility for such cost
recovery on the remaining classes of customers and services. Consumers are also harmed

3 For example, competition in local telephone markets began when competitive access providers such as TCG
built a fiber network to provide high-margin carrier access service to large business customers in urban aress.
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because one competitor—the incumbent—would not be allowed to make a market response
to the pricing and service packages offered by other competitors. Inhibiting the
development of efficient competition and reducing consumer choice unambiguously harms

consumers.

THE COMPANY’S PROPOSAL CONSTITUTESA REASONABLE
RESPONSE TO CHANGESIN TELECOM LAW, REGULATION
AND MARKETS, AND RESULTSIN MORE EFFICIENT PRICES

Please summarize the essential components of the Company’s proposal.

A. The Company proposes to cap primary residential basic exchange and local usage rates for

two years. Residential basic exchange rates would be capped at their current level plus no
more than $2 per line. Usage rates would be capped at their current level. Following the
two year period primary residential basic exchange and usage rates would increase or
decrease in response to the market. Aggregate intrastate switched access service rates will
also be capped at the current level although Verizon would be able to change the rates of
individual service elements in this category so long as revenue increases are equal to or less
than revenue reductions within the category. The Company proposes to make all capped
rates subject to changes if an event beyond the control of the firm (an “exogenous event”) is
shown to increase or decrease the Company’s costs or revenues. For retail services not
covered by a cap, prices would increase or decrease in response to the market at the
Company’s discretion. The proposed Plan would not alter wholesale prices for access to

UNEs or the level of the Company’ s wholesale discount when retail services are resold.

Isthe Company’sproposal atraditional price cap plan?

A. No. While there are some basic similarities between the Company's proposa and

traditional price cap regulation, there are important differences that make the Company’s
proposed Plan more appropriate to prevailing market conditions. Traditional price cap
plans place (what are today) undue constraints on average prices (across the firm or within
baskets). Those constraints are frequently tied to a measure of national inflation and a fixed
productivity adjustment and, given the current plan’s parameters and recent economic

conditions, have resulted in overall average price decreases. In contrast, the Company’s
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proposed Plan recognizes that it is more efficient to allow all suppliers to enjoy pricing
flexibility in markets where competitive forces discipline retail service prices. In addition,
however, the Company’s proposed Plan aso imposes limitations on the levels of selected

residential rates and aggregate intrastate access service rates to further protect customers.

. How will the Company’s proposed Plan adequately protect consumers in Rhode

|sland?

. The Company’s proposed Plan offers extended protection to customers in those markets

where Verizon may arguably retain some control over prices, but will permit Verizon to
immediately compete vigorously in markets where it is facing the most competition.
Primary Residential basic exchange and usage rates are capped in the Company’s proposal
thus providing more than adequate protection to consumers.ILTLI Importantly, Verizon faces
substantial actual and potential competition in all retail markets so that its ability to increase
retail pricesin those marketsis effectively constrained. Verizon does not have the ability to

exercise market power for servicesin the retail market.

Furthermore, the Company’ s proposed Plan makes no change in the regulation of wholesale
prices. the prices of UNEs, local interconnection and the discount applicable to resold
services. Thus, UNE and loca interconnection prices remain set at cost-based rates as
determined by the Commission, and the price of resold services remains determined by a

fixed discount off of the retail price of the service.

. Please elaborate on how competition constrains Verizon’s ability to increase prices.

A. In markets where customers have a choice of suppliers, if Verizon were to attempt to price

above the competitive market level, customers would switch suppliers and the attempted
price increase would prove not to be profitable. Even if there were any Rhode Island
markets where customers may currently have no aternative source of supply, with low
barriers to entry, a Verizon price increase would attract entrants as long as they could make

4 Given that barriers to entry no longer exist and actual or potential competition already exists throughout Rhode
Idland, residential service rates are held in check by competitive market forces. The Company’s proposed rate
caps are an additional protection.
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a profit at the higher market price. Entry would then provide substitutes to which
consumers could shift, and the contemplated price increase would again turn out not to be

profitable for Verizon.

. Please elaborate on how the regulation of wholesale prices affects the need to regulate

Verizon’sretail prices.

. The mandatory provision of wholesale services under the Telecom Act currently makes it

possible for competitors to enter any Rhode Island retail telecommunications market in
which they can provide a portion of the service a least as efficiently as the Company. If
Verizon were to attempt to increase retail prices, the margin between the prices of the
UNESs that a competitor could use to provide the retail service and the retail market price
would increase. Entrants that may have been previously excluded from the market because
they could not profitably compete against the market price while paying the wholesale price
for UNEs could now compete profitably, customers would have additional choices, and the

initial decision to raiseretail prices would look less profitable.

Similarly, Verizon is obliged to provide to its competitors every retail telecommunications
service at a wholesale price determined by subtracting Verizon's retailing costs from its
retail price. If thereseller can provide the retailing function for less than Verizon'sretailing
costs, it can compete successfully in the retail market. If Verizon were to attempt to
increase the price of aretail service, the fact that the discount is a fixed percentage of the
retail price means that the absolute resale discount—measured in cents per minute or
dollars per line per month—would increase, at least in the short run. Thus resellers that
may just barely compete with a 5-cent margin would find it easier to compete with a 7-cent

margin between the market retail price and the price of the wholesale service.

In summary, in light of existing competition throughout Rhode Island, the immediate threat
of competitive entry and continued regulation of UNE prices and resale at a discount, the
Company’s proposed Plan effectively (directly and indirectly) constrains Verizon's ability
to raise prices for any of itsretail services above the competitive market level. For services
affecting universal service (e.g., residential basic exchange), rates are capped for two years.

For services assigned to the Other Retail Service category in the Company’s proposal, the
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plan relies immediately on competitive forces to constrain prices. The current presence of
facilities-based competition in mgor Rhode Island markets—competitors such as Cox,
Conversent and others —coupled with the reduction in barriers to entry in all Rhode Island
markets stemming from the availability of UNESs, interconnection and resold services,
means that competitive forces will govern prices in those retail markets and that further

regulation of those retail prices would be inefficient.

. Must there be actual competitors offering services for Verizon's retail prices to be

constrained?

. No. Holding aside the substantial actual competitive activity throughout Rhode Island,

economic theory informs us that an incumbent’s ability to raise prices above the
competitive level is held in check by the ease with which a potential competitor can enter
the market, provide a substitute service and apply competitive downward pressure on the

market price.

Key to this analysis of potential competition is the presence of sunk costs. If sunk costs are
large, potential entrants provide little threat to an incumbent, but if the sunk costs of entry
are small, the incumbent’s pricing decision would have to take the likely reaction of
potential entrants into account. The implementation of local exchange unbundling and
resale significantly reduced these sunk costs of entry into the local exchange market.
Competitors do not have to dig up streets or lay fiber to provide ubiquitous service. Since
many of these competitors are currently providing other telecommunications services in the
same area, they do not even incur the sunk costs of marketing in order to establish brand
awareness. Instead, competitors are now able to lease facilities on a month-to-month basis
or resell retail services so that if the market fails to materialize, the losses the entrant incurs
are much smaller. As a result, if the incumbent increases its retall price, entrants can
respond to the increased profit opportunity quickly, rendering a price increase above the
competitive level unprofitable.

. Is the Company’s treatment of new services under its Plan a reasonable response to

the marketplace?
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A. Yes. The Company proposes to treat new services as it would treat services in the Other

Retail Services category of its Plan. Rates and charges for new retail services the Company
offers under tariff will be initially set and subsequently increased or decreased in response
to market conditions at the discretion of the Company. New services, by definition, are not
essential, and are offered (i) to fulfill an identified demand niche or (ii) in response to a
service introduction by an existing competitor. For all the reasons discussed here, there is
no economic basis to constrain the Company’s prices of such services. Because existing
services remain available at unchanged prices, consumers cannot be made worse off by
pricing new services at any particular level. It is entirely reasonable that the Company be

allowed to treat new services as proposed.

. Is the Company’s proposed treatment of exogenous events appropriate from an

economic per spective?

. Yes. The Company proposes that an exogenous adjustment can be identified, by any party,

as an event beyond the Company's control that uniquely affects Verizon’s costs or
revenues. Once identified, the effect of the exogenous event on Verizon would be
calculated and used to adjust the rates of Verizon Rhode Island’s price regulated services
(up or down). Verizon plans to apply such rate adjustments on a cost causation basis, i.e., to
move prices toward cost. This exercise parallels the treatment of similar events in an
unregulated competitive market.

Prices in unregulated competitive markets are governed entirely by market forces that set a
level of price in the market at which firms can either survive or go out of business. The
market price is afunction of both underlying cost (i.e., the underlying direct cost incurred to
bring the service to market) and market conditions (i.e., the degree to which supply and
demand considerations allow firms in the market to recover shared and common fixed costs
in addition to the service s direct costs). When events occur that change the underlying cost
basis of the market price—i.e., events analogous to the exogenous events identified in the
Company’s proposed plan—the market price rises or falls to accommodate the effect of the
event. In unregulated competitive markets, the analog of exogenous events that affect the

industry are passed through to consumers by market forces and reflected in the prices

Consulting Economists



aa A W N

10
11
12
13
14
15
16

17
18

19
20
21
22
23
24
25
26
27
28
29

-20 -

consumers pay. For exogenous events that affect the regulated company (e.g., an economic
event or regulatory change specific to the firm), the Company’s proposal ensures that
increases or decreases in cost brought about by Commission orders are reflected in the
prices consumers pay. Moving prices in the same direction as costs increases economic

efficiency.

Q. Isthe Company’s new Plan consistent with an efficient economic outcome?

A. Yes. The Company’s proposed Plan provides both the incentives and certainty required to

plan and execute a response to (i) the competition that has devel oped during the term of the
current plan and (ii) the market condition changes | have described in this testimony.
Economic efficiency is enhanced under the Company’s proposal because rates under the
plan are more likely to reflect the cost of providing services and thus will provide more
accurate signals to consumers (regarding the underlying cost of fulfilling their demands)
and competitors (regarding entry decisions). Under the plan, Verizon has additional
marketing flexibility and the incentive to introduce products and services and invest the
capital required to expand its service mix so that its success—or failure—is in its own

hands.

. Why will customers be better off under the proposed plan rather than under a

GDPPI-X plan, likethe one currently in place?

. In theory, price cap regulation has always been seen as regulatory mechanism to govern the

transition from pervasively regulated telecommunications markets to markets governed by
competition. As competition develops in different markets at different rates, continuing
traditional price cap regulation of all services can distort competition and reduce or delay
the benefits that customers expect to derive from having a wider choice of suppliers,
technologies and services. Specifically, suppose the productivity offset (X) in atraditional
price cap plan were set correctly, in the sense that GDPPI-X accurately reflected the future
average long run reduction in the regulated firm’s cost per unit of output. Given that
competitive market forces would be expected to reduce prices on average at this rate, what
harm would be done by imposing such a price cap constraint as markets became

competitive, some more rapidly than others?
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First, GDPPI-X is a blunt regulatory instrument, forcing average prices to fall for the
regulated firm at the long run rate of decline of unit costs. Productivity growth and cost
changes vary significantly from month to month and year to year. In competitive markets,
firms do not mechanically match average price reductions each year to the long run average
rate of cost reductions. A firm whose prices were subject to such a rule would be at a
disadvantage compared with competitors who were free to match price changes to market
conditions. Second, the competitive process does not benefit customers exclusively
through price reductions. Competition brings technical change, new products and services
and levels of service quality in different dimensions that consumers value. Regulation that
focuses exclusively on price can distort the mix of other service characteristics that the
regulated firm is induced to supply. Third, we must recognize that GDPPI-X is only the
target rate of change in unit cost, and in no year should we expect it to be the actual change
in unit costs. If that productivity target is ambitious—i.e., to the extent that it exceeds the
difference between productivity achievement in the telecommunications industry and the
national economy—it is likely that prices will be forced to fall more rapidly than unit costs.
While such excess price reductions may benefit customers in the short run, they do not in
the long run: the mix of service characteristics the firm supplies is distorted under such
regulation and potential competitors are artificially discouraged from entering the market.
Consider the business plan of a potential entrant. The CLEC incurs costs today in order to
build facilities, attract customers and sell services in the future. If it knows with certainty
that the ILEC's retail prices will fall each year in the future irrespective of market

conditions, its incentive to invest is strongly reduced.

. Doesn’t the Commission’s GDPPI-X plan result in efficient prices?

. Not entirely. In addition to the blunt effect of the plan alluded to above, another concern |

have with a GDPPI-X plan is that it doesn’'t capture the effects of competitive price
reductions the Company is required to sustain when providing services to its largest
business customers. Under price regulation, prices generally change (mostly fall) at an
average rate determined by changes in a measure of economy-wide inflation and a
productivity offset. A traditiona GDPPI-X plan is based on a productivity offset
determined, in part, on the basis of a total factor productivity analysis—that is, it is based
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the intent of the price cap formulain a GDPPI-X price cap plan.

In Rhode Island, however, the effect of the plan is felt on only a subset of (price cap
regulated) services. The problem is that while the prices for those price cap regulated
services are forced to change according to the GDPPI-X plan, the prices for other
services—which were also included in the productivity analysis underlying the productivity
offset—are likely to be pressed down at a faster rate by competition. If the overall
objective of aregulatory plan is to have the prices of price cap regulated services change as
they would if in a competitive market, then any productivity offset factor determined as
described above should be decreased. It can be shown that the appropriate decrease would
be proportional to the fraction of Verizon's total revenue that is derived from the sale of

uncapped s;ervicafs.h?’-I

. Doesthis conclude your testimony?

A. Yes.

> A complete explanation of this adjustment and the rationale underlying it can be found in a recent article by

Jeffrey 1. Bernstein and David E. M. Sappington, How to determine the X in RPI-X regulation: a user’s guide,
Telecommunications Policy 24 (2000), pp. 63-68.

Consulting Economists



WET-EXHIBIT1
Page 10F 20

WILLIAM E. TAYLOR
BUSINESS ADDRESS

Nationa Economic Research Associates, Inc.
One Main Street

Cambridge, Massachusetts 02142

(617) 621-2615

william.taylor@nera.com

Dr. Taylor received a B.A. magna cum laude in Economics from Harvard College, an
M.A. in Statistics and a Ph.D. in Economics from the University of California at Berkeley. He has
taught economics, statistics, and econometrics at Cornell and the Massachusetts Institute of Technology
and was a post doctoral Research Fellow at the Center for Operations Research and Econometrics at the
University of Louvain, Belgium.

At NERA, Dr. Taylor is a Senior Vice President, heads the Cambridge office and is
Director of the Telecommunications Practice. He has worked primarily in the field of
telecommunications economics on problems of state and federal regulatory reform, competition policy,
terms and conditions for competitive parity in local competition, quantitative analysis of state and
federa price cap and incentive regulation proposals, and antitrust problems in telecommunications
markets. He has testified on telecommunications economics before numerous state regulatory
authorities, the Federal Communications Commission, the Canadian Radio-Television and
Telecommunications Commission, federal and state congressional committees and courts. Recently, he
was chosen by the Mexican Federal Telecommunications Commission and Telmex to arbitrate the
renewal of the Telmex price cap plan in Mexico. Other recent work includes studies of the competitive
effects of major mergers among telecommunications firms and analyses of vertical integration and
interconnection of telecommunications networks. He has appeared as a telecommunications
commentator on PBS Radio and on The News Hour with Jim Lehrer.

He has published extensively in the areas of telecommunications policy related to access
and in theoretical and applied econometrics.  His articles have appeared in numerous
telecommunications industry publications as well as Econometrica, the American Economic Review, the
International Economic Review, the Journal of Econometrics, Econometric Reviews, the Antitrust Law
Journal, The Review of Industrial Organization, and The Encyclopedia of Statistical Sciences. He has
served as a referee for these journals (and others) and the National Science Foundation and has served
as an Associate Editor of the Journal of Econometrics.

EDUCATION
UNIVERSITY OF CALIFORNIA, BERKELEY
Ph.D., Economics, 1974

UNIVERSITY OF CALIFORNIA, BERKELEY
M.A., Statistics, 1970

HARVARD COLLEGE

B.A., Economics, 1968
(Magna Cum Laude)

EMPLOYMENT



1988-

1983-1988

1975-1983

Fall 1977

1974-1975

1972-1975

WET-EXHIBIT1
Page 2 0oF 20

NATIONAL ECONOMIC RESEARCH ASSOCIATES, INC. (NERA)
Senior Vice President, Office Head, Telecommunications Practice Director.

BELL COMMUNICATIONS RESEARCH, INC. (Bellcore)

Division Manager, Economic Analysis, formerly Central Services Organization, formerly
American Telephone and Telegraph Company: theoretical and quantitative work on
problems raised by the Bell System divestiture and the implementation of access charges,
including design and implementation of demand response forecasting for interstate access
demand, quantification of potential bypass liability, design of optimal nonlinear price
schedules for access charges and theoretical and quantitative analysis of price cap
regulation of access charges.

BELL TELEPHONE LABORATORIES

Member, Technical Staff, Economics Research Center: basic research on theoretical and
applied econometrics, focusing on small sample theory, panel data and simultaneous
equations systems.

MASSACHUSETTSINSTITUTE OF TECHNOLOGY
Visiting Associate Professor, Department of Economics: taught graduate courses in
econometrics.

CENTER FOR OPERATIONS RESEARCH AND ECONOMETRICS

Université Catholique de Louvain, Belgium.

Post Doctoral Research Associate: basic research on finite sample econometric theory and
on cost function estimation.

CORNELL UNIVERSITY

Assistant Professor, Department of Economics. (On leave 1974-1975.) taught graduate
and undergraduate courses on econometrics, microeconomic theory and economic
principles.




WET-EXHIBIT1
Page 3 0F 20

MISCELLANEOUS

1985-1995 Associate Editor, Journal of Econometrics, North-Holland Publishing Company.
1990- Board of Directors, National Economic Research Associates, Inc.
1995- Board of Trustees, Treasurer, Episcopal Divinity School, Cambridge, Massachusetts.

PUBLICATIONS

“Smoothness Priors and Stochastic Prior Restrictions in Distributed Lag Estimation,”
International Economic Review, 15 (1974), pp. 803-804.

“Prior Information on the Coefficients When the Disturbance Covariance Matrix is Unknown,”
Econometrica, 44 (1976), pp. 725-739.

“Small Sample Properties of a Class of Two Stage Aitken Estimators,” Econometrica, 45
(2977), pp. 497-508.

“The Heteroscedastic Linear Model: Exact Finite Sample Results,” Econometrica, 46 (1978),
pp. 663-676.

“Small Sample Considerations in Estimation from Panel Data,” Journal of Econometrics, 13
(1980) pp. 203-223.

“Comparing Specification Tests and Classical Tests,” Bell Laboratories Economics Discussion
Paper, 1980 (with J.A. Hausman).

“Panel Data and Unobservable Individual Effects,” Econometrica, 49 (1981), pp. 1377-1398
(with J.A. Hausman).

“On the Efficiency of the Cochrane-Orcutt Estimator,” Journal of Econometrics, 17 (1981), pp.
67-82.

“A Generalized Specification Test,” Economics Letters, 8 (1981), pp. 239-245 (with J.A.
Hausman).

“ldentification in Linear Simultaneous Equations Models with Covariance Restrictions: An
Instrumental Variables Interpretation,” Econometrica, 51 (1983), pp. 1527-1549 (with J.A.
Hausman).

“On the Relevance of Finite Sample Distribution Theory,” Econometric Reviews, 2 (1983), pp.
1-84.

“Universal Service and the Access Charge Debate: Comment,” in P.C. Mann and H.M. Trebing
(editors), Changing Patterns in Regulation, Markets, and Technology: The Effect on Public
Utility Pricing. The Institute of Public Utilities, Michigan State University, 1984.

“Recovery of Local Telephone Plant Costs under the St. Louis Plan,” in P.C. Mann and H.M.
Trebing (editors), Impact of Deregulation and Market Forces on Public Utilities. The
Institute of Public Utilities, Michigan State University, 1985.

“ Access Charges and Bypass: Some Approximate Magnitudes,” in W.R. Cooke (editor),
Proceedings of the Twelfth Annual Telecommunications Policy Research Conference, 1985.

“Federal and State Issues in Non-Traffic Sensitive Cost Recovery,” in Proceedings from the
Telecommunications Deregulation Forum. Karl Eller Center, College of Business and
Public Administration, University of Arizona, Tucson, Arizona, 1986.

“Panel Data’ in N.L. Johnson and S. Kotz (editors), Encyclopedia of Statistical Sciences. John
Wiley & Sons, New Y ork, 1986.

“An Analysis of Tapered Access Charges for End Users,” in P.C. Mann and H.M. Trebing
(editors), New Regulatory and Management Strategies in a Changing Market Environment.



WET-EXHIBIT1
Page 4 oF 20

The Institute of Public Utilities, Michigan State University, 1987 (with D.P. Heyman, J.M.
Lazorchak, and D.S. Sibley).

“Efficient Estimation and Identification of Simultaneous Equation Models with Covariance
Restrictions,” Econometrica, 55 (1987), pp. 849-874 (with J.A. Hausman and W.K.
Newey).

“Alternative NTS Recovery Mechanisms and Geographic Averaging of Toll Rates,” in
Proceedings of the Thirteenth Annual Rate Symposium: Pricing Electric, Gas, and
Telecommunications Services. The Institute for the Study of Regulation, University of
Missouri, Columbia, 1987.

“Price Cap Regulation: Contrasting Approaches Taken at the Federal and State Level,” in W.
Bolter (editor), Federal/Sate Price-of-Service Regulation: Why, What and How?,
Proceedings of the George Washington University Policy Symposium, December, 1987.

“Local Exchange Pricing: Is There Any Hope?”, in J. Alleman (editor), Perspectives on the
Telephone Industry: The Challenge of the Future. Ballinger Publishing Company,
Cambridge, Massachusetts, 1989.

“Generic Costing and Pricing Problems in the New Network: How Should Costs be Defined
and Assessed,” in P.C. Mann and H.M. Trebing (editors) New Regulatory Concepts, | ssues,
and Controversies. The Institute of Public Utilities, Michigan State University, 1989.

“Telephone Penetration and Universal Service in the 1980s,” in B. Cole (editor), Divestiture
Five Years Later. ColumbiaUniversity Press, New York, New Y ork, 1989 (with L.J. Perl).

“Regulating Competition for IntraLATA Services,” in Telecommunications in a Competitive
Environment, Proceedings of the Third Biennial NERA Telecommunications Conference,
1989, pp. 35-50.

“Costing Principles for Competitive Assessment,” in Telecommunications Costing in a
Dynamic Environment, Bellcore-Bell Canada Conference Proceedings, 1989 (with T.J.
Tardiff).

“Optional Tariffsfor Accessinthe FCC's Price Cap Proposal,” in M. Einhorn (ed.), Price Caps
and Incentive Regulation in the Telecommunications Industry. Kluwer, 1991 (with D.P.
Heyman and D.S. Sibley).

“Alternative Measures of Cross-Subsidization,” prepared for the Florida Workshop on
Appropriate Methodologies for the Detection of Cross--Subsidies, June 8, 1991.

“Predation and Multiproduct Firms: An Economic Appraisal of the Sievers-Albery Results,”
Antitrust Law Journal, 30 (1992), pp. 785-795.

“Lessons for the Energy Industries from Deregulation in Telecommunications,” Proceedings of
the 46th Annual Meeting of the Federal Energy Bar Association, May 1992.

“Efficient Price of Telecommunications Services: The State of the Debate,” Review of
Industrial Organization, Vol. 8, pp. 21-37, 1993.

“Status and Results of Regulatory Reform in the U.S. Telecommunications Industry,” in C.G.
Stalon, Regulatory Responses to Continuously Changing Industry Structures. The Institute
of Public Utilities, Michigan State University, 1992.

“Post-Divestiture Long-Distance Competition in the United States,” American Economic
Review, Vol. 83, No. 2, May 1993 (with Lester D. Taylor). Reprinted in E. Bailey, J.
Hower, and J. Pack, The Political Economy of Privatization and Deregulation. London:
Edward Elgar, 1994.

“Comment on ‘Pricing of Inputs Sold to Competitors,” by W.J. Baumol and J.G. Sidak,” Yale
Journal on Regulation, Vol. 11, Issue 1, 1994, pp. 225-240 (with Alfred E. Kahn).



WET-EXHIBIT1
Page 50F 20

“Comments on Economic Efficiency and Incentive Regulation,” Chapter 7 in S. Globerman,
W. Stanbury and T. Wilson, The Future of Telecommunications Policy in Canada.
Toronto: Institute for Policy Analysis, University of Toronto, April 1995.

“Revising Price Caps. The Next Generation of Incentive Regulation Plans,” Chapter 2in M.A.
Crew (ed.) Pricing and Regulatory Innovations under Increasing Competition. Boston:
Kluwer Academic Publishers, May 1996 (with T. Tardiff).

“An Analysis of the State of Competition in Long-Distance Telephone Markets,” Journal of
Regulatory Economics, May 1997, pp. 227-256 (with J.D. Zona).

“An Analysis of the Welfare Effects of Long Distance Market Entry by an Integrated Access
and Long Distance Provider,” Journal of Regulatory Economics, March 1998, pp. 183-196
(with Richard Schmalensee, J.D. Zona and Paul Hinton).

“Market Power and Mergersin Telecommunications,” Proceedings of the Institute of Public
Utilities; 30" Annual Conference: Competition in Crisis. Where are Network Industries
Heading? The Institute of Public Utilities, Michigan State University, 1999.

“The Baby and the Bathwater: Utility Competition, But at What Price?,” Public Utilities
Fortnightly, Vol. 137, No.21, November 15, 1999, pp. 48-56 (with Anne S. Babineau and
Matthew M. Weissman).

TESTIMONIES

Access Charges

Florida Public Service Commission (Docket No. 820537-TP), July 22, 1983.

Arkansas Public Service Commission (Docket No. 83-042-U), October 7, 1985.

Public Utility Commission of Texas (Docket No. 8585), December 18, 1989.

Mexican Secretariat of Communications and Transport, affidavit filed October 18, 1995 (with
T. Tardiff).

Federal Communications Commission (CC Docket No. 96-98), affidavit July 8, 1996; ex parte
lettersfiled July 22, 1996 and July 23, 1996.

Federal Communications Commission (CC Docket No. 96-262 et. al.) with Richard
Schmalensee, January 29, 1997). Rebuttal February 14, 1997.

New Y ork Public Service Commission (Case 94-C-0095 and 28425), Panel Testimony, May 8,
1997. Rebuttal Panel Testimony July 8, 1997.

Pennsylvania Public Utility Commission (Docket No. 1-00960066), June 30, 1997. Rebuttal
July 29, 1997. Surrebuttal August 27, 1997.

Connecticut Department of Public Utility Control (Docket No. 96-04-07), October 16, 1997.

Federal Communications Commission (ex parte CC Docket No. 96-262 et. al.), with Richard
Schmalensee, January 21, 1998.

Federal Communications Commission (CCB/CPD 98-12), March 18, 1998.

Federal Communications Commission (CC Docket Nos. 96-262, 94-1, 97-250 and RM 9210),
October 26, 1998. Reply November 9, 1998.

Federal Communications Commission (Docket No. 99-24), with Karl McDermott, January 20,
1999. Reply April 8, 1999.

Vermont Public Service Board (Docket No. 6167), May 20, 1999. Supplemental May 27,
1999.

Virginia State Corporation Commission, (Case No. PUC 000003), May 30, 2000.



WET-EXHIBIT1
Page 6 0OF 20

Maryland Public Service Commission (Case No. 8745), March 23, 2001. Rebuttal May 21,
2001. Surrebuttal June 11, 2001.

Incentive and Price Cap Regulation

Federal Communications Commission (Docket No. 87-313), March 17, 1988.

Florida Public Service Commission (Docket No. 880069-TL ), June 10, 1988.

Federal Communications Commission (Docket No. 87-313), August 18, 1988. Rebuittal
November 18, 1988.

New Hampshire Public Service Commission (Docket 89-010), March 3, 1989.

Federal Communications Commission (Docket No. 87-313), June 9, 1989.

Federal Communications Commission (Docket No. 87-313), August 3, 1989. (2 filings)

New Y ork State Public Service Commission (Case 28961 - Fifth Stage), September 15, 1989.

Georgia Public Service Commission (Docket No. 3882-U), September 29, 1989.

Federal Communications Commission (Docket 87-313), May 3, 1990.

Federal Communications Commission (Docket 87-313), June 8, 1990 (2 filings).

State of Maine Public Utilities Commission (Docket No. 89-397), June 15, 1990.

Montana Public Service Commission (Docket No. 90.8.46), October 4, 1990.

Federal Communications Commission (Docket 87-313), December 21, 1990.

Tennessee Public Service Commission, February 20, 1991.

Federal Communications Commission (Docket 87-313) with Alfred E. Kahn), June 12, 1991.

California Public Utilities Commission (Phase Il of Case 90-07-037) with Timothy J. Tardiff,
August 30, 1991. Supplemental testimony January 21, 1992.

Rhode Island Public Utilities Commission (Docket No. 1997), September 30, 1991.

Montana Public Service Commission (Docket No. 90.12.86), November 4, 1991. Additional
testimony January 15, 1992.

Federal Communications Commission (Pacific Bell Tariff F.C.C. No. 128, Transmittal No.
1579) with T.J. Tardiff, April 15, 1992. Reply comments July 31, 1992.

Cdlifornia Public Utilities Commission (Docket No. 1.87-11-033), with T.J. Tardiff, May 1,
1992.

Delaware Public Utilities Commission (Docket No. 33), June 22, 1992.

Florida Public Service Commission (Docket No. 920260-TL), December 18, 1992.

California Public Utilities Commission (Docket No. 1.87-11-033), with T.J. Tardiff, April 8,
1993, reply testimony May 7, 1993.

Canadian Radio-Television and Telecommunications Commission (Docket No. 92-78), with
T.J. Tardiff, April 13, 1993 (2 filings).

Federal Communications Commission (Petition for Declaratory Ruling and Related Waivers to
Establish a New Regulatory Model for the Ameritech Region), April 16, 1993. Reply
Comments, July 12, 1993.

Delaware Public Utilities Commission (Docket No. 33), June 1, 1993. Supplementary
statement, June 7, 1993. Second supplementary statement,” June 14, 1993.

Vermont Public Service Board (Dockets 5700/5702), September 30, 1993. Rebuttal testimony
July 5, 1994.

Pennsylvania Public Utility Commission (Docket No. P-009350715), October 1, 1993.
Rebuttal January 18, 1994.

Massachusetts Department of Public Utilities (Docket No. D.P.U. 94-50), April 14, 1994.
Rebuttal October 26, 1994.
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Federal Communications Commission (CC Docket 94-1), May 9, 1994. Reply June 29, 1994.

Federal Communications Commission (CC Docket 94-1) with R. Schmalensee, May 9, 1994.
Reply June 29, 1994.

New Y ork State Public Service Commission (Case 92-C-0665), panel testimony, October 3,
1994,

State of Maine Public Utilities Commission (Docket Nos. 94-123/94-254), December 13, 1994.
Rebuttal January 13, 1995.

Canadian Radio-Television and Telecommunications Commission (Application of Teleglobe
Canada for Review of the Regulatory Framework of Teleglobe Canada Inc.), December 21,
1994.

Kentucky Public Service Commission, testimony re concerning telecommunications
productivity growth and price cap plans, April 18, 1995.

California Public Utilities Commission (U 1015 C), May 15, 1995. Rebuttal January 12, 1996.

State of Connecticut, Department of Public Utility Control (DPUC Docket No. 95-03-01), June
19, 1995.

Louisiana Public Service Commission (Docket No. U-17949, Subdocket E), July 24, 1995.

California Public Utilities Commission (Investigation No. 1.95-05-047), with R.L. Schmalensee
and T.J. Tardiff, September 8, 1995. Reply September 18, 1995.

Mississippi Public Service Commission (Docket No. 95-UA-313), October 13, 1995.

Louisiana Public Service Commission (Docket No. U-20883), November 21, 1995.

Federal Communications Commission (CC Docket No. 94-1), with T. Tardiff and C. Zarkadas,
December 18, 1995. Reply March 1, 1996.

North Carolina Utilities Commission (Docket No. P-7, Sub 825; P-10, Sub 479), February 9,
1996.

Rhode Island Public Utilities Commission (Docket No. 2370), February 23, 1996. Rebuttal
June 25, 1996.

Pennsylvania Public Utility Commission (Docket No. P-00961024), April 15, 1996. Rebuttal
July 19, 1996.

Canadian Radio-Television and Telecommunications Commission, in response to CRTC
Telecom Public Notice CRTC 96-8 (2 filings), June 10, 1996.

Federal Communications Commission (CC Docket 96-262 et a.), ex parte March 1997.

Federal Communications Commission (CC Docket Nos. 93-193, Phase 1, Part 2, 94-65), May
19, 1997.

Vermont Public Service Board (Docket no. 6000), January 19, 1998.

Colorado Public Utilities Commission (Docket No. 97A-540T, January 30, 1998. Rebuttal
May 14, 1998.

California Public Utilities Commission, affidavit on economic principles for updating Pacific
Bell’s price cap plan. Filed February 2, 1998.

California Public Utilities Commission, reply comments on Pacific proposal to eliminate
vestiges of ROR regulation and inflation minus productivity factor formula/index, filed
June 19, 1998.

Pennsylvania Public Utility Commission (Docket No. P-00981410), October 16, 1998.
Rebuttal February 4, 1999.

Comision Federal de Telecomunicaciones de México (“Cofetel”), “Economic Parameter Values
in the Telmex Price Cap Plan,” arbitrator’s report regarding the renewal of the price cap
plan for Telmex, February 15, 1999.
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Kentucky Public Service Commission (Docket No. 98-292), April 5, 1999.

Federal Communications Commission (Docket Nos. 94-1, 96-26), January 7, 2000. Reply
comments filed January 24, 2000, Ex parte comments filed May 5, 2000.

New Mexico Public Regulation Commission, direct testimony filed December 10, 1999.

Arizona Corporation Commission (Docket No. T-01051B-99-105), rebuttal filed August 21,
2000; rejoinder filed September 19, 2000.

Connecticut Department of Public Utilities (Docket No. 00-07-17), filed November 21, 2000.

Pennsylvania Public Utility Commission (Docket No. P-00981449), filed October 31, 2000.
Rebuttal testimony filed February 20, 2001.

NERA Report: Economic Assessment of the Consumer Choice and Fair Competition
Telecommunications Amendment (Proposition 108) (with Aniruddha Banerjee and Charles
Zarkadas), November 2000.

Canadian Radio-Television and Telecommunications Commission, in response to CRTC
Telecom Public Notice CRTC 2000-108, oral panel testimony, January 11, 2001.

Maine Public Utilities Commission (Docket No. 99-851, January 8, 2001. Rebuttal filed
February 12, 2001.

Before the Massachusetts Department of Telecommunications and Energy, April 12, 2001.
Rebuttal testimony September 21, 2001.

New Y ork Public Service Commission, (Case 00-C-1945), May 15, 2001.

Canadian Radio-Television and Telecommunications Commission (Public Notice CRTC 2001-
37), filed May 31, 2001, rebuttal evidence filed September 20, 2001.

The New Jersey Board of Public Utilities (Docket No. TO01020095), February 15, 2001.
Rebuttal filed June 15, 2001. Supplemental rebuttal filed September 25, 2001.

Utah Public Service Commission, October 5, 2001. Rebuttal filed November 22, 2001.

New Y ork Public Service Commission, (Case 00-C-1945), (panel testimony), filed February
11, 2002.

Payphone

California Public Utilities Commission (Case 88-04-029), July 11, 1988.

[llinois Commerce Commission (Docket No. 88-0412), August 3, 1990. Surrebuttal December
9, 1991.

Michigan Public Service Commission (Case No. U-11756), October 9, 1998.

South Carolina Public Service Commission (Docket No. 97-124-C), December 7, 1998.

New Jersey Board of Public Utilities (OAL DOCKET Nos. PUCOT 11269-97N, PUCOT
11357-97N, PUCOT 01186-94N AND PUCOT 09917-98N), March 8, 1999. Surrebuttal
June 21, 1999.

Louisiana Public Service Commission (Docket No. U-22632), July 17,2000.

Tennessee Regulatory Authority, Docket No. 97-00409, October 6, 2000.

Economic Costing and Pricing Principles

Florida Public Service Commission (Docket No. 820400-TP), June 25, 1986.
Delaware Public Service Commission (Docket No. 86-20, Phase I1), March 31, 1989. Rebuttal
November 17, 1989.
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Delaware Public Service Commission (Docket No. 89-24T), August 17, 1990.

Florida Public Service Commission (Docket No. 900633-TL), May 9, 1991.

Maryland Public Service Commission (Case No. 8584, Phase I1), December 15, 1994.
Additional direct testimony May 5, 1995. Rebuttal testimony filed June 30, 1995.

Canadian Radio-Television and Telecommunications Commission, Response to Interrogatory
SRCI(CRTC) 1Nov94-906, “Economies of Scope in Telecommunications,” January 31,
1995.

Pennsylvania Public Utility Commission (Docket Nos. A-310203F0002, A-310213F0002, A-
310236F0002 and A-310258F0002), March 21, 1996.

State of Connecticut, Department of Public Utility Control (DPUC Docket No. 95-06-17), July
23, 1996.

New Jersey Board of Public Utilities (Docket No. TX95120631), August 15, 1996. Rebuttal
filed August 30, 1996.

Florida Public Service Commission (Docket No. 980000-SP), September 24, 1998.

Nebraska Public Service Commission, (Application No. C-1628), October 20, 1998. Reply
November 20, 1998.

Florida Public Service Commission (Docket No. 980000-SP), November 13, 1998.

Wyoming Public Service Commission (Docket No. 70000-TR-99), April 26, 1999.

New Mexico Public Regulation Commission (Utility Case No. 3147), December 6, 1999,
rebuttal testimony filed December 28, 1999.

New Mexico Public Regulation Commission (Case No. 3008, rebuttal testimony filed May 19,
2000.

North Dakota Public Service Commission, (Case No. PU-314-99-119), May 30, 2000.

New Mexico Public Regulation Commission (Case No. 3225, direct testimony filed August 18,
2000. Rebuttal filed September 13, 2000.

New Mexico Public Regulation Commission (Case No. 3300), rebuttal testimony filed October
19, 2000.

Alabama Public Service Commission (Docket Nos. 15957 and 27989), direct testimony filed
August 3, 2001. Rebuttal testimony filed August 13, 2001. Additional rebuttal testimony
filed August 17, 2001.

The New Jersey Board of Public Utilities (Docket No. TO01020095), February 15, 2001.
Rebuttal filed June 15, 2001.

Statistics

Arizona State Air Pollution Control Hearing Board (Docket No. A-90-02), affidavit December
7, 1990.

Expert testimony: Michigan Circuit Court (Case No. 87-709234-CE and 87-709232-CE), Her
Majesty the Queen, et al., v. Greater Detroit Resource Recovery Authority, et al., February,
1992.

Expert testimony: United States District Court, Eastern District of New Y ork, Jancyn
Manufacturing Corp. v. The County of Suffolk, January 11, 1994.

New Y ork Public Service Commission (Case Nos. 93-C-0451 and 91-C-1249), July 23, 1996.

New Y ork Public Service Commission (Cases 95-C-0657, 94-C-0095, 91-C-1174 and 96-C-
0036): panel testimony, March 18, 1998. Rebuttal June 3, 1998.
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InterLATA Toll Competition

Canadian Radio-Television and Telecommunications Commission (Docket No. 1990-73),
November 30, 1990.

Federal Communications Commission (Docket 91-141), August 6, 1991.

Federal Communications Commission (CC Docket 92-141), July 10, 1992.

Federal Communications Commission (In the Matter of Policy and Rules Concerning Rates for
Competitive Common Carrier Services and Facilities Authorization Therefor) with A.E.
Kahn, November 12, 1993.

U.S. District Court for the District of Columbia United States of America v. Western Electric
Company, Inc. and American Telephone and Telegraph Company, Affidavit with A.E.
Kahn, May 13, 1994.

U.S. Department of Justice, United States of America v. Western Electric Company, Inc. and
American Telephone and Telegraph Company, August 25, 1994.

Federal Communications ex parte filing in CC Docket No. 94-1, March 16, 1995.

Federal Communications Commission (CC Docket No. 79-252) ex parte comments with J.
Douglas Zona, April 1995.

U.S. Department of Justice in United States of America v. Western Electric Company, Inc. and
American Telephone and Telegraph Company, regarding Telefonos de Mexico’s provision
of interexchange telecommunications services within the United States, affidavit May 22,
1995.

U.S. Department of Justice in United States of America v. Western Electric Company, Inc. and
American Telephone and Telegraph Company, regarding provision of interexchange
telecommuni cations services to customers with independent access to interexchange
carriers, May 30, 1995.

Expert testimony: USWATSv. AT&T, Confidential Report, August 22, 1995. Testimony
October 18-20, 25-27, 30, 1995. Rebuttal testimony December 4, December 11, 1995.

Expert testimony: United States District Court for the Northern District of Texas, Dallas
Division, Civil Action 394CV-1088D, Darren B. Swain, Inc. d/b/a U.S. Communications v.
AT&T Corp. Confidential Report, November 17, 1995.

U.S. District Court, Southern District of New Y ork, Multi Communications Media Inc., v.
AT&T and Trevor Fischbach (96 Civ. 2679 (MBM)), December 27, 1996.

Federal Communications Commission (CC Docket Nos. 96-262 and 96-45), March 18, 1998.

Subcommittee on Communications of the Senate Committee on Commerce, Science and
Transportation, Statement and oral testimony regarding long distance competition and
Section 271 of the Telecommunications Act of 1996, March 25, 1998.

Federal Communications Commission (CC Docket No. 96-262), with P.S. Brandon, October
16, 1998.

Federal Communications Commission (CC Docket No. 96-262) with P.S. Brandon, October 22,
1998.

IntraLATA Toll Competition

New Jersey Board of Public Utilities (Docket No. TX90050349), December 6, 1990.

New Y ork Public Service Commission (Case No. 28425) with T.J. Tardiff, May 1, 1992.

New Jersey Board of Regulatory Commissioners (Docket No. TX93060259), Affidavit October
1, 1993.
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New Jersey Board of Public Utilities (Docket Nos. TX90050349, TE92111047, TE93060211),
April 7, 1994. Rebuttal April 25, 1994. Summary Affidavit and Technical Affidavit April
19, 1994.

Delaware Public Utilities Commission (Docket No. 42), October 21, 1994.

Pennsylvania Public Utility Commission (Docket No. 1-940034), panel testimony, December 8,
1994. Reply February 23, 1995. Surrebuttal March 16, 1995.

Public Service Commission of West Virginia (Case No. 94-1103-T-Gl), March 24, 1995.

New Jersey Board of Public Utilities (Docket No. TX94090388), April 17, 1995. Rebuttal May
31, 1995.

New Y ork Public Service Commission (Case 94-C-0017), August 1, 1995.

Rhode Island Public Service Commission (Docket No. 2252), November 17, 1995.

Massachusetts Department of Telecommunications and Energy (Docket No. 98-85), October
20, 1998.

L ocal Competition

Massachusetts Department of Public Utilities (Docket No. D.P.U. 94-185), May 19, 1995.
Rebuttal August 23, 1995.

The Public Utilities Commission of Ohio (Case No. 94-1695-TP-ACE), May 24, 1995.

Vermont Public Service Board (Open Network Architecture Docket No. 5713), June 7, 1995.
Rebuttal July 12, 1995.

New Jersey Board of Public Utilities (with Kenneth Gordon and Alfred E. Kahn), paper filed in
connection with arbitration proceedings, August 9, 1996.

Florida Public Service Commission, “Loca Telecommunications Competition: An Evaluation
of aProposal by the Communications Staff of the Florida Public Service Commission,”
with A. Banerjee, filed November 21, 1997.

Rhode Island Public Utilities Commission (Docket No. 2681), January 15, 1999.

Connecticut Department of Public Utility Control (Docket No. 95-06-17REQ2), June 8, 1999.

CPR Institute for Dispute Resolution Arbitral Tribunal, Rebuttal Affidavit in arbitrations
between Bell South Telecommunications and Supra Telecommunications & Information
Systems, November 5, 2001.

| nter connection

Federal Communications Commission (Docket 91-141), September 20, 1991.

Maryland Public Service Commission (Case No. 8584) with A.E. Kahn, November 19, 1993.
Rebuttal January 10, 1994. Surrebuttal January 24, 1994.

Maryland Public Service Commission (Case No. 8659), November 9, 1994.

Federal Communications Commission (CC Docket No. 95-185), affidavit March 4, 1996.

Federal Communications Commission (CC Docket No. 96-98), videotaped presentation on
economic costs for interconnection, FCC Economic Open Forum, May 20, 1996.

New Y ork Public Service Commission (Case 01-C-0767), October 31, 2001.

I mputation

New Hampshire Public Service Commission (Docket DE 90-002), May 1, 1992. Reply
testimony July 10, 1992. Rebuttal testimony August 21, 1992.



WET-EXHIBIT1
Page 12 oF 20

Canadian Radio-Television and Telecommunications Commission (Telecom Public Notice
CRTC 95-36), August 18, 1995.

Massachusetts Department of Public Utilities (Docket No. D.P.U./D.T.E. 94-185-C), Affidavit
February 6, 1998. Reply Affidavit February 19, 1998.

New Jersey Board of Public Utilities (BPU Docket No. TO97100808, OAL Docket No.
PUCOT 11326-97N), July 8, 1998. Rebuttal September 18, 1998.

Vermont Public Service Board (Docket No. 6077), November 4, 1998.

Economic Depreciation

Florida Public Service Commission (Docket No. 920385-TL), September 3, 1992.

Louisiana Public Service Commission (Docket No. U-17949, Subdocket E), November 17,
1995. Surrebuttal, December 13, 1995, Further Surrebuttal, January 12, 1996.

Federal Communications Commission (CC Docket No. 98-137), with A. Banerjee, November
23, 1998.

Spectrum

Federal Communications Commission (ET Docket 92-100) with Richard Schmalensee,
November 9, 1992.

Federal Communications Commission (Amendment of Part 90 of the Commission’s Rulesto
Adopt Regulations for Automatic Vehicle Monitoring Systems, PR Docket No. 93-61),
with R. Schmalensee, June 29, 1993.

Mergers

U.S. District Court for the District of Columbia, United States of America v. Western Electric
Company, Inc. and American Telephone and Telegraph Company, with A.E. Kahn, January
14, 1994.

Vermont Public Service Board (Docket No. 5900), September 6, 1996.

Maine Public Utilities Commission (Docket No. 96-388), September 6, 1996. Rebuttal October
30, 1996.

New Hampshire Public Service Commission (Docket DE 96-220), October 10, 1996.

Federal Communications Commission (Tracking No. 96-0221), with Richard Schmalensee,
October 23, 1996.

New Y ork Public Service Commission (Case 96-C-0603), panel testimony, November 25,
1996. Reply December 12, 1996.

Federal Communications Commission (CC Docket No. 97-211), with R. Schmalensee, affidavit
March 13, 1998. Reply affidavit May 26, 1998.

Connecticut Department of Public Utility Control, testimony regarding economic aspects of the
SBC-SNET proposed change in control, filed June 1, 1998.

Federal Communications Commission (CC Docket No. 98-141), with R. Schmalensee, July 21,
1998. Reply November 11, 1998.

Alaskan Public Utilities Commission (Docket Nos. U-98-140/141/142 and U-98-173/174),
February 2, 1999. Rebuttal March 24, 1999.

Pennsylvania Public Utility Commission (Docket Nos. A-310200F0002, A-311350F0002, A-
310222F0002, A-310291F0003), April 22, 1999.
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State Corporation Commission of Virginia, In re: Joint Petition of Bell Atlantic Corporation
and GTE Corporation for approval of agreement and plan of merger, May 28, 1999.

Ohio Public Utility Commission (Docket No. 98-1398-TP-AMT), June 16, 1999.

Kentucky Public Service Commission (Docket No. 99-296), July 9, 1999.

Colorado Public Utilities Commission (Docket No. 99A-407T), December 7, 1999.

lowa Utilities Board, rebuttal testimony, filed December 23, 1999.

Minnesota Public Utilities Commission (Docket No. P3009, 3052, 5096, 421, 3017/PA-99-
1192), January 14, 2000.

Washington Utilities and Transportation Commission (Docket No. UT-991358), February 22,
2000.

Montana Public Service Commission (Docket No. D99.8.200), February 22, 2000.

Utah Public Service Commission (Docket No. 99-049-41), February 28, 2000.

Minnesota Public Utilities Commission (Docket No. P3009, 3052, 5096, 421, 3017/PA-99-
1192), rebuttal affidavit filed January 14, 2000.

Minnesota Public Utilities Commission (Docket No. P3009, 3052, 5096, 421, 3017/PA-99-
1192), direct testimony filed March 29, 2000.

Arizona Corporation Commission (Docket No. T-01051B-99-0497), rebuttal testimony filed
April 3, 2000.

Wyoming Public Service Commission (Docket Nos. 74142-TA-99-16, 70000-TA-99-503,
74037-TA-99-8, 70034-TA-99-4, 74089-TA-99-9, 74029-TA-99-43, 74337-TA-99-2,
Record No. 5134), rebuttal testimony filed April 4, 2000.

California Public Utilities Commission, (Application No. 02-01-036), testimony regarding the
merger between American Water Company and Thames Water, filed May 17, 2002.

Broadband Services

Federal Communications Commission (File Nos. W-P-C 6912 and 6966), August 5, 1994.

Federal Communications Commission (File Nos. W-P-C 6982 and 6983), September 21, 1994.

Federal Communications Commission, affidavit examining cost support for Asymmetric
Digital Subscriber Loop (ADSL) video dialtone market trial, February 21, 1995.

Federal Communications Commission, affidavit examining cost support for Bell Atlantic’s
video diatone tariff, March 6, 1995.

Federal Communications Commission (File Nos. W-P-C 7074), July 6, 1995.

U.S. Digtrict Court for the Eastern District of Virginia (Alexandria Division), United States
Telephone Association, et al., v. Federal Communications Commission, et al. (Civil Action
No. 95-533-A), with A.E. Kahn, affidavit October 30, 1995.

Federal Communications Commission (CC Docket No. 95-145), October 26, 1995.
Supplemental Affidavit December 21, 1995.

Expert testimony: FreBon International Corp. vs. BA Corp. Civil Action, No. 94-324 (GK),
regarding Defendants’ Amended Expert Disclosure Statement, filed under seal February 15,
1996.

Federal Communications Commission (CC Docket No. 96-46), ex parte affidavit, April 26,
1996.

Federal Communications Commission (CC Docket No. 96-112), affidavit filed May 31, 1996.

Federal Communications Commission (CC Docket No. 96-112), affidavit June 12, 1996.

Federal Communications Commission (CC Docket No. 96-46), July 5, 1996.
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Pennsylvania Public Utility Commission, “Promises Fulfilled; Bell Atlantic-Pennsylvania's
Infrastructure Development,” filed January 15, 1999 (with Charles J. Zarkadas, Agustin J.
Ros, and Jaime C. d’ Almeida).

Rate Rebalancing

Canadian Radio-Television and Telecommunications Commission, Implementation of
Regulatory Framework and Related Issues, Telecom Public Notices CRTC 94-52, 94-56
and 94-58, February 20, 1995.

Pennsylvania Public Utility Commission (Docket No. R-00963550), April 26, 1996. Rebuttal
July 5, 1996.

Pennsylvania Public Utility Commission (Docket No. R-963550 C0006), August 30, 1996.

Public Utilities Commission of Ohio (Case No. 96-899-TP-ALT), February 19, 1997.

Universal Service

Louisiana Public Service Commission (Docket No. U-20883, Subdocket A), August 16, 1995.

Tennessee Public Service Commission (Docket No. 95-02499), October 20, 1995. Rebuttal
October 25, 1995. Supplementary direct October 30, 1995. Supplementary rebuttal
November 3, 1995.

Mississippi Public Service Commission (Docket No. 95-UA-358), January 17, 1996. Rebuttal
February 28, 1996.

Federal Communications Commission (CC Docket No. 96-45) with Kenneth Gordon, April 12,
1996.

Federal Communications Commission (CC Docket No. 96-45) with Aniruddha Banerjee,
August 9, 1996.

Federal-State Joint Board (CC Docket No. 96-45), Remarks on Proxy Cost Models, videotape
filed January 14, 1997.

New Jersey Board of Public Utilities (Docket No. TX95120631), September 24, 1997.
Rebuttal October 18, 1997.

Pennsylvania Public Utility Commission (Docket No. 1-00940035), October 22, 1997.

Alabama Public Service Commission (Docket No. 25980), February 13, 1998.

North Carolina Utilities Commission (Docket No. P-100, SUB 133g), February 16, 1998.
Rebuttal April 13, 1998.

Mississippi Public Service Commission (Docket No. 98-AD-035), February 23, 1998. Rebuttal
March 6, 1998.

Tennessee Regulatory Authority (Docket No. 97-00888), April 3, 1998. Rebuttal April 9,
1998.

Florida Public Service Commission (Docket No. 980696-TP), September 2, 1998.

Georgia Public Service Commission (Docket No. 5825-U), September 8, 2000.

Classification of Servicesas Competitive

Maryland Public Service Commission (Case No. 8462), October 2, 1992.
State Corporation Commission of Virginia (Case No. PUC 950067), January 11, 1996.
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Maryland Public Service Commission (Case No. 8715), March 14, 1996. Surrebuttal filed
April 1, 1996.

Federal Communications Commission (File No. SCL-97-003), December 8, 1997.

Pennsylvania Public Utility Commission (Docket No. P-00971307, February 11, 1998.
Rebuttal February 18, 1998.

State of Connecticut, Department of Public Utility Control (Docket No. 98-02-33), February
27, 1998.

The New Jersey Board of Public Utilities (Docket No. TO 99120934), May 18, 2000.

Washington Transportation and Utilities Commission, (Docket No. UT-000883). October 6,
2000.

New Y ork Public Service Commission, (Case 00-C-1945), May 15, 2001.

The New Jersey Board of Public Utilities (Docket No. TO01020095), February 15, 2001.
Rebuttal filed June 15, 2001.

Costing and Pricing Resold Services and Networ k Elements

Science, Technology and Energy Committee of the New Hampshire House of Representatives,
“An Economic Perspective on New Hampshire Senate Bill 77,” April 6, 1993.

Tennessee Public Service Commission (Docket No. 96-00067), May 24, 1996. Refiled with
the Tennessee Regulatory Authority (Docket No. 96-00067), August 23, 1996.

New Y ork Public Service Commission (Case Nos. 95-C-0657, 94-C-0095, 91-C-1174), May
31, 1996. Additional testimony June 4, 1996. Rebuttal July 15, 1996.

Louisiana Public Service Commission (Docket No. U-U-22020), August 30 1996. Rebuttal
September 13, 1996.

Tennessee Regulatory Authority (Docket No. 96-01331), September 10, 1996. Rebuttal
September 20, 1996.

New Jersey Board of Public Utilities (Docket No. TO96070519), September 18, 1996.

Pennsylvania Public Utility Commission (Docket No. A-310258F0002), September 23, 1996.

Massachusetts Department of Public Utilities (Docket Nos. D.P.U. 96-73/74, 96-75, 96-80/81,
96-83, 96-94), September 27, 1996. Rebuttal October 16, 1996.

New Jersey Board of Public Utilities (Docket No. TX95120631), September 27, 1996.

New Hampshire Public Service Commission (Docket DE 96-252), October 1, 1996.

Massachusetts Department of Public Utilities (Docket Nos. D.P.U. 96-73/74, 96-75, 96-80/81,
96-83, 96-94), October 11, 1996. Rebuttal October 30, 1996.

Federal Communications Commission (CC Docket No. 96-45), October 15, 1996.

New Hampshire Public Service Commission (Docket DE 96-252), October 23, 1996.

New Jersey Board of Public Utilities (Docket No. T096080621), November 7, 1996.

Alabama Public Service Commission (Docket No. 25677), November 26, 1996.

Delaware Public Utilities Commission, testimony re costs and pricing of interconnection and
network elements, December 16,1996. Rebuttal February 11, 1997.

State Corporation Commission of Virginia, (Case No. PUC960), December 20,1996. Rebuttal
June 10, 1997 (Case No. PUC970005).

Public Service Commission of Maryland (Case No. 8731-11), January 10, 1997. Rebuttal April
4,1997.

Public Service Commission of the District of Columbia (Case No. 962), January 17, 1997.
Rebuttal May 2, 1997.

Connecticut Department of Public Utilities (DPUC Docket No. 96-09-22), January 24, 1997.
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Connecticut Department of Public Utilities (DPUC Docket No. 96-11-03), February 11, 1997.

Federal Communications Commission, response to FCC Staff Report on issues regarding Proxy
Cost Models. Filed February 13, 1997.

Public Service Commission of West Virginia (Case Nos. 96-1516-T-PC, 96-1561-T-PC, 96-
1009-T-PC, and 96-1533-T-T), February 13, 1997. Rebuttal February 20, 1997.

Public Utilities Commission of Ohio (Case No. 97-152-TP-ARB), April 2, 1997.

Maine Public Utilities Commission (Docket No. 97-505), April 21, 1997. Rebuttal October 21,
1997.

Vermont Public Service Board (Docket No. 5713), July 31, 1997. Rebuttal January 9, 1998.
Surrebuttal February 26, 1998. Supplemental rebuttal March 4, 1998.

State of Connecticut, Department of Public Utility Control (Docket Nos. 95-03-01,95-06-17
and 96-09-22), August 29, 1997. Rebuttal December 17, 1998.

Alabama Public Service Commission (Docket No. 26029), September 12, 1997.

Tennessee Regulatory Authority (Docket No. 97-01262), October 17, 1997.

South Carolina Public Service Commission (Docket No. 97-374-C), November 25, 1997.

Rhode Island Public Utilities Commission, direct testimony re costing and pricing principles
for interconnection and unbundled network elements filed November 25, 1997.

North Carolina Utilities Commission (Docket No. P-100, SUB 133d), December 15, 1997.
Rebuttal March 9, 1998.

Massachusetts Department of Public Utilities (Docket No. DTE 98-15), January 16, 1998.

Mississippi Public Service Commission (Docket No. 97-AD-544, March 13, 1998.

New Hampshire Public Service Commission (Docket No. 97-171, Phase I1), March 13, 1998.
Rebuttal April 17, 1998.

Massachusetts Department of Telecommunications and Energy (D.P.U. 96-3/74, 96-75, 96-
80/81, 96-83, & 96-94), April 29, 1998.

M assachusetts Department of Telecommunications and Energy (Docket No. 85-15, Phase 11,
Part 1), August 31, 1998.

M assachusetts Department of Telecommunications and Energy (Docket No. 98-15, Phase 11),
September 8, 1998.

Rhode Island Public Utilities Commission (Docket No. 2681), September 18, 1998.

Maryland Public Service Commission (Case No. 8786), November 16, 1998.

New Hampshire Public Utilities Commission (Docket No. 99-018), April 7, 1999. Rebuttal
April 23, 1999.

Massachusetts Department of Telecommunications & Energy (Docket No. 94-185-E), July 26,
1999.

New Y ork Public Service Commission, (Case 98-C-1357), February 7, 2000. Panel Rebuttal
Testimony filed October 19, 2000.

The New Jersey Board of Public Utilities (Docket No. TO00060356), July 28, 2000.

M assachusetts Department of Telecommunications and Energy (Docket DTE —1-20), direct
testimony filed May 4, 2001.

The Public Service Commission of Maryland (Case No. 8879), May 25, 2001, rebuttal
September 5, 0021. Surrebuttal October 15, 2001.

Public Service Commission of the District of Columbia (Case No. 962), July 16, 2001.

Rhode Island Public Utilities Commission (Docket No. 2681), May 1, 2002.
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Bell Entry into InterLATA Markets

Federal Communications Commission (CC Docket No. 96-149), affidavit, August 15, 1996.

Federal Communications Commission (Docket No. 96-149) with Paul B. Vasington, November
14, 1996.

Georgia Public Service Commission (Docket No. 6863-U), January 3, 1997. Rebuttal February
24, 1997.

Pennsylvania Public Utility Commission, statement regarding costs and benefits from Bell
Atlantic entry into interLATA telecommunications markets, February 10, 1997. Rebuttal
March 21, 1997.

New Y ork Public Service Commission, “ Competitive Effects of Allowing NYNEX To Provide
InterLATA Services Originating in New Y ork State,” with Harold Ware and Richard
Schmalensee, February 18, 1997.

Delaware Public Utilities Commission, statement regarding costs and benefits from Bell
Atlantic entry into interLATA telecommunications markets, filed February 26, 1997.
Rebuttal April 28, 1997.

New Jersey Board of Public Utilities (Docket No. T097030166), March 3, 1997. Reply May
15, 1997.

Federal Communications Commission (CC Docket 96-262 et al.), with Richard Schmalensee,
Doug Zona and Paul Hinton, ex parte March 7, 1997.

Public Service Commission of Maryland, statement regarding consumer benefits from Bell
Atlantic’s provision of interLATA service, filed March 14, 1997.

Louisiana Public Service Commission, (Docket No. U-22252), March 14, 1997. Rebutta May
2, 1997. Supplemental testimony May 27, 1997.

Public Service Commission of West Virginia, economic analysis of issues regarding Bell
Atlantic’ s entry into the interLATA long distance market. Filed March 31, 1997.

South Carolina Public Service Commission (Docket No. 97-101-C), April 1, 1997. Rebuttal
June 30, 1997.

Kentucky Public Service Commission (Administrative Case No. 96-608), April 14, 1997.
Rebuttal April 28, 1997. Supplemental rebuttal August 15, 1997.

Federal Communications Commission (CC Docket No. 96-149), April 17, 1997.

Maine Public Utilities Commission, affidavit regarding competitive effects of NYNEX entry
into interLATA markets, with Kenneth Gordon, Richard Schmalensee and Harold Ware,
filed May 27,1997.

Alabama Public Service Commission (Docket No. 25835), June 18, 1997. Rebuttal August 8,
1997.

North Carolina Utilities Commission (Docket No. P-55, Sub1022), August 5, 1997. Rebuittal
September 15, 1997.

Mississippi Public Service Commission (Docket No. 97-AD-0321), July 1, 1997. Rebuittal
September 29, 1997.

Federal Communications Commission, CC Docket No. 99-295. Filed September 29, 1999.

Federal Communications Commission, In the Matter of Application by Verizon New England
Inc., et. al. for Authorization to Provide In-Region, InterLATA Services in Massachusetts,
September 19, 2000, Reply Declaration filed November 3, 2000. Supplemental Reply
Declaration filed February 28, 2001.

Pennsylvania Public Utility Commission, (Docket No. M-00001435), January 8, 2001.
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Federal Communications Commission, In the Matter of Application by Verizon New England
Inc., et. al. for Authorization to Provide In-Region, InterLATA Services in Connecticut,
May 24, 2001.

Federal Communications Commission, In the Matter of Application by Verizon Pennsylvania
Inc., et. al. for Authorization to Provide In-Region, Inter LATA Servicesin Pennsylvania,
June 21, 2001.

Alabama Public Service Commission (Docket No. 25835), June 19, 2001.

Louisiana Public Service Commission (Docket No. U-22252-E), reply affidavit filed June 25,
2001.

South Carolina Public Service Commission (Docket No. 2001-209-C), July 16, 2001.

Alabama Public Service Commission (Docket No. 25835), rebuttal testimony filed June 19,
2001.

Kentucky Public Service Commission (Docket No. 2001-105), July 30, 2001.

Mississippi Public Service Commission (Docket No. 97-AD-321), August 2, 2001.

Florida Public Service Commission (Docket No. 960786-TL, August 20, 2001.

North Carolina Utilities Commission (Docket No. P-55, SUB 1022), October 8, 2001.

Federal Communications Commission (CC Docket No. 01-277), (Georgia-Louisiana)
November 13, 2001.

Minnesota Public Utilities Commission (PUC Docket No. P-421/C1-01-1372, OAH Docket
No. 7-2500-14487-2) affidavit filed December 28, 2001, Surrebuttal Affidavit filed January
16, 2002.

Regulatory Reform

Federal Communications Commission (CC Docket No. 80-286), December 10, 1997.

Federal Communications Commission, In the Matter of United States Telephone Association
Petition for Rulemaking—1998 Biennial Regulatory Review, with Robert W. Hahn, filed
September 30, 1998.

Reciprocal Compensation

Massachusetts Department of Telecommunications and Energy (Docket No. 98-67), September
25, 1998.

Washington Public Utilities Commission (Docket No. UT-990300), February 24, 1999.
Rebuttal March 8, 1999.

Colorado Public Utilities Commission (Docket No. 99A-001T), March 15, 1999.

Massachusetts Department of Telecommunications and Energy (Docket No. D.T.E. 97-116-B),
March 29, 1999.

North Carolina Utilities Commission (Docket No. P-500, Sub 10), July 9, 1999.

North Carolina Utilities Commission (Docket No. P-561, Sub 10), July 30, 1999.

Public Service Commission of South Carolina (Docket No. 1999-259-C), August 25, 1999.

Louisiana Public Service Commission (Docket No. U-24206), September 3, 1999.

Florida Public Service Commission (Docket No. 990750-TP), September 13, 1999.

New Mexico Public Regulation Commission (Case No. 3131), October 13, 1999.

Alabama Public Service Commission (Docket No. 27091), October 14, 1999.

Tennessee Regulatory Authority (Docket No. 99-00377), October 15, 1999.

Tennessee Regulatory Authority (Docket No. 99-00430), October 15, 1999.
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Mississippi Arbitration Panel (Docket No. 99-AD421), October 20, 1999.

Kentucky Public Service Commission (Case No. 99-218), October 21, 1999.

Georgia Public Service Commission (Docket No. 10767-U), October 25, 1999.

Oregon Public Utility Commission (Arb. 154), November 5, 1999.

Federal Communications Commission (Docket No. 99-68), “An Economic and Policy Analysis
of Efficient Intercarrier Compensation Mechanisms for Internet-Bound Traffic,” ex parte,
November 12, 1999 (with A. Banerjee and A. Ros). Reply Comments: “Efficient Inter-
Carrier Compensation for Internet-Bound Traffic,” (with A. Banerjee), October 23, 2000.

Georgia Public Service Commission (Docket No. 10854-U), November 15, 1999, rebuttal
testimony filed November 22, 1999.

Idaho Public Utilities Commission (Docket No. GST-T-99-1), November 22, 1999, rebuttal
testimony filed December 2, 1999.

Texas Public Utility Commission (Docket No. 21982), March 15, 2000, rebuttal testimony filed
March 31, 2000.

Arizona Corporation Commission (Docket Nos. T-02432B-00-0026, T-01051B-00-0026),
March 27, 2000, rebuttal testimony filed April 3, 2000.

Colorado Public Utilities Commission (Docket No. 00B-011T), direct testimony filed March
28, 2000.

Pennsylvania Public Utility Commission (Docket No. A-310620F0002), April 14, 2000,
rebuttal testimony filed April 21, 2000.

Delaware Public Service Commission (PSC Docket No. 00-205), filed April 25, 2000.

Virginia State Corporation Commission, filed April 25, 2000.

The New Jersey Board of Public Utilities (Docket No. TO 00031063) Direct testimony filed
April 28, 2000, rebuttal testimony filed May 5, 2000.

Washington Utilities and Transportation Commission (Docket No. UT-003006). Filed April 26,
2000. Rebuttal testimony filed May 10, 2000. Surrebuttal testimony filed May 26, 2000.

The New Jersey Board of Public Utilities (Docket No. TO 00031063). Filed April 28, 2000.
Rebuttal testimony filed May 5, 2000.

Federal Communications Commission, (CC Docket Nos. 96-98, 95-185, WT Docket No. 97-
207), “Reciprocal Compensation for CMRS Providers,” June 13, 2000 (with Charles
Jackson).

Colorado Public Utilities Commission (Docket No. 00B-103T), June 19, 2000.

Federal Communications Commission, In the Matter the Remand of the Commission’s
Reciprocal Compensation Declaratory Ruling by the U.S. Court of Appeals for the D.C.
Circuit (CC Docket Nos. 96-98, 99-68), July 21, 2000. Reply August 4, 2000.

Montana Department of Public Service Regulation (Docket No. D2000.6.89), July 24, 2000.
Rebuttal filed February 7, 2001.

Washington Utilities and Transportation Commission (Docket 003013 Part B), filed August 4,
2000. Rebuttal filed February 7, 2001.

Nebraska Public Service Commission, (Docket No. C-2328), September 25, 2000. Rebuttal
testimony filed October 4, 2000.

Montana Department of Public Service Regulation (Docket No. D2000.8.124: TouchAmerica
Arbitration), October 20, 2000. Rebuttal filed December 20, 2000.

Arizona Corporation Commission (Docket Nos. T-03654A-00-0882,T-01051B-00-0882),
January 8, 2001.

Florida Public Service Commission (Docket No. 000075-TP), filed January 10, 2001.
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Colorado Public Utilities Commission (Docket No. 00B-601T), filed January 16, 2001.

Utah Public Service Commission (Docket No. 00-999-05), filed February 2, 2001. Rebuttal
testimony filed March 9, 2001.

Arizona Corporation Commission (Docket No. T-00000A-00-0194, Phase 2), March 15, 2001.

Florida Public Service Commission (Docket No. 000075-TP), filed April 12, 2001.

Federal Communications Commission (CC Docket No. 01-92), with Aniruddha Banerjeg, filed
November 5, 2001.

Contract Services

Superior Court Department of the Trial Court (Civil Action No. 95-6363F), affidavit, July
1996.

Connecticut Department of Public Utilities (Docket No. 99-03-17), June 18, 1999.

American Arbitration Association, New Y ork, MCI WorldCom Communications Inc. v
.Electronic Data Systems, Corporation, Expert Report June 25, 2001. Supplemental Expert
Report July 13, 2001.

Service Quality Performance Plans

Georgia Public Service Commission (Docket No. 7892-U), June 27, 2000.

Florida Public Service Commission (Docket No. 000121-TP), March 1, 2001. Rebuttal filed
March 21, 2001. Rebuttal in Phasell filed April 19, 2001.

North Carolina Utilities Commission (Docket No. P-100 Sub 133k), May 21, 2001.

South Carolina Public Service Commission (Docket No. 2001-209-C), July 16, 2001.

Kentucky Public Service Commission (Docket No. 2001-105), July 30, 2001. Surrebuttal
September 10, 2001.

Mississippi Public Service Commission (Docket No. 97-AD-321), August 2, 2001.

Tennessee Regulatory Authority, (Docket No. 01-00193), August 10, 2001.

Miscellaneous

New Mexico Public Regulation Commission (Utility Case No. 3147), December 6, 1999.

New Mexico Public Regulation Commission (Utility Case No. 3008), May 19, 2000.

United States District Court, District of Nevada (Case No. CV-S-99-1796-KJD(RJJ), December
28, 2000.

July, 2002



	TESTIMONY OF WILLIAM E. TAYLOR
	QUALIFICATIONS
	INTRODUCTION AND CONCLUSIONS
	TELECOMMUNICATIONS MARKETS HAVE CHANGED IN SIGNIFICANT WAYS SINCE THE IMPLEMENTATION OF THE CURRENT PRICE CAP PLAN IN RHODE ISLAND
	COMPETITION IN RHODE ISLAND IS SUFFICIENTLY DEVELOPED TO REQUIRE THE PRICING FLEXIBILITY IN THE VERIZON PLAN.
	CORRESPONDING CHANGES IN REGULATION ARE NECESSARY TO FOSTER VIGOROUS COMPETITION.
	THE COMPANY’S PROPOSAL CONSTITUTES A REASONABLE RESPONSE TO CHANGES IN TELECOM LAW, REGULATION AND MARKETS, AND RESULTS IN MORE EFFICIENT PRICES

